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“Ecology”’ Paper 
Almost 50% of the fibre in the 
paper used inside this Annual 
Report is manufactured from “‘used 
paper’ which has been de-inked, 
recycled and processed in a Canadian 
mill into this excellent printing 
surface. The selection of this paper 
was made by your Company as 
evidence of its interest in conserving 
natural resources and protecting the 
ecology. As one of the first large 
Canadian companies to use 
““ecology”’ paper in this way, 
Consumers’ Gas confirms the 
leadership and company philosophy 
expressed in our corporate seal, 
“Commune Bonum’’, which, for 
more than 123 years, has continued 
as a corporate objective, “for the 
good of the community”’. 


Highlights 


GAS SALES REVENUES 
Residential 


GAS SALES—MCF 
Residential 


NUMBER OF ACTIVE CUSTOMERS 
(Year End) 


Residential 
Commercial 


AVERAGE USE PER RESIDENTIAL 
CUSTOMER—MCF 


COST TO CUSTOMERS 
AVERAGE REVENUE PER MCF 
Residential 
Commercial 
Industrial 


NET INCOME FOR THE YEAR. . . 


BASIC EARNINGS PER COMMON 
SHARE—NET INCOME 


1971 


$67,325,000 
$46,406,000 
$44,549,000 


53,465,000 
54,651,000 
70,548,000 


375,275 


$1.26 
$ .85 
$ .63 


$21,561,000 
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1970 


$65,177,000 
$40,041,000 
$39,599,000 


51,568,062 
46,782,000 
63,110,000 


363,365 
28,428 
4,876 


$1.26 
$ .86 
$ .63 


$19,792,000 


$1.08 


Increase 


Important changes in 
senior organization structure 


Net income reached 
all time high 


Increases in gas sales 
in all market categories 


Agreed to purchase 

a controlling interest 

in Cygnus Corporation 
thereby gaining effective 
control in Home Oil 


$50,000,000 obtained 
through debenture issue 


Facilities for delivery to 
Richard L. Hearn Generating 
Station complete 


See pages 16-19 for a 10-year Financial and Operating Statistical Summary. 


TOTAL REVENUE 
$170,866,000 


BASIC EARNINGS 
PER COMMON SHARE 
(after extraordinary items) 
. $1.18 
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Report to the Shareholders 


Your Company has had another successful year. 
Revenues of all types have increased, particularly gas 
sales to commercial and industrial users. Costs have 
also risen as the Company has been unable to escape 
the inflationary trends affecting all business. However, 
net income reached an all-time high of $21,561,000 
and basic earnings per common share $1.18. 

A review of the activities of your Company for the 
past year must begin with the very important changes 
which have been made in our senior organization struc- 
ture. As of April 5, 1971, Mr. J. C. McCarthy, who has 
held important executive positions with your Company 
since 1949, was appointed President. The operations 
of the Company were organized into two groups: the 
Utility Operation with responsibility vested in Mr. 
George W. Carpenter as Executive Vice-President and 
General Manager—Utility Operations, a senior execu- 
tive since 1963; the Finance and Non-Utility Opera- 
tions under the responsibility of Mr. F. Warren Hurst, 
Executive Vice-President and General Manager—Cor- 
porate, Finance and Non-Utility Operations, who has 
been a senior executive since 1955. All three of these 
men were elected to fill vacancies on the Board of 
Directors of your Company. Mr. William M. Kelly 
was appointed Senior Vice-President and Director of 
Marketing and also maintains responsibility for over- 
seas consulting operations. Mr. Oakah L Jones con- 
tinues as Chairman of the Board and Chief Executive 
Officer of Consumers’ Gas, as well as having become 
Chairman of the Board of Cygnus Corporation Lim- 
ited and Home Oil Company Limited during the year. 

It was with regret that we learned of the death during 
the year of Mr. W. B. C. Burgoyne who had served as 
a Director of your Company for ten years. His counsel 
has been and will be missed by your Board. 

Miss Mabel Geary who has been a Director and 
Secretary and Assistant Treasurer since 1955 and an 
employee since 1927 is retiring from your Company 
with our thanks for her many years of tireless service. 
The good wishes of the Directors, management and 
staff are extended to her at this time. 


Gas Utility System 
The gas utility system remains the cornerstone of total 
operations, contributing over 95% of total revenues 
and comprising over 96% of all net assets. The utility 
experienced a satisfactory growth rate in 1971, reve- 
nues increasing 9% in 1971 as against 12% in 1970. 


Gas Sales 

The increases in gas sales which have been reported by 
your Company consistently over the last ten years are 
a result of the constant and imaginative efforts by 
sales people to ensure that natural gas continues to 
increase its share in the energy markets. Your sales 
force is working continually with government planners, 
community developers, commercial builders and in- 
dividuals to make them more aware of the benefits of 


using natural gas supplied by The Consumers’ Gas 
Company. Residential sales increased as a result of 
adding new single family dwellings to the system and 
converting heating systems in older single family 
dwellings from other sources of energy. Your Com- 
pany looks to the commercial sales category, which 
includes residential multiple housing of more than six 
units, for significant expansion of gas sales in the areas 
served by your Company. More and more industrial 
plants are making the decision to convert their heating 
and processing to natural gas and this requires a 
constant effort on the part of our sales force to help the 
user to understand the substantial benefits of using 
natural gas. 

Initial deliveries to the Richard L. Hearn Generating 
Station were begun in August, but full gas deliveries 
are not expected to be made until November 1971. 
Volumes of gas sales for this electric power generation 
will be very large; such a sale not only significantly 
reduces pollutants otherwise emitted from some 
electric power generation, but also assists in improving 
your Company’s pipeline system and contributes 
toward general overheads of the gas utility operation. 

Application has been made by a subsidiary, St. 
Lawrence Gas Company Inc. for approval of a change 
in capitalization converting advances from Consumers’ 
Gas into common stock or long-term debt and for 
permission to increase rates to offset changes in foreign 
exchange rates and other rising costs. If the applica- 
tions are granted by the New York State Public Service 
Commission, revenues would increase by approxi- 
mately $700,000 per annum. Application for more 
immediate relief by way of an interim adjustment was 
delayed by the wage and price freeze in the United 
States. 

Your Company believes that it has a responsibility 
to its shareholders and to the community to keep 
abreast with, develop and employ the most up to date 
technology in the fields of air and noise pollution 
abatement, energy conservation and gas distribution 
facilities. To achieve these objectives your Company 
supports research and development projects at the 
Canadian Gas Association, the Ontario Research 
Foundation and the Institute of Gas Technology in 
Chicago. The Company is also continuing to use six 
dual fuelled vehicles using natural gas and gasoline, 
the general use of which would meaningfully assist in 
reducing air pollution from automobile exhaust. To 
date the findings are encouraging. Efforts are con- 
tinuing to develop a noiseless pavement breaker which 
will go a long way to reducing the noise pollution 
created by construction activity. 


Gas Supply 

An adequate long term supply of gas, at a reasonable 
price, is a vital factor in the operation of Consumers’ 
Gas. With the prospect of increased demands for gas 


in the area served by your Company, a great deal of 


| 


Report to the Shareholders (cont’d) 


time and effort has been spent to ensure that require- 
ments will be met and at the most advantageous price 
to all concerned. This year the cost of the gas sold by 
your Company was $85,413,006 for the purchase and 
storing of the quantities of gas required to meet the 
growing sales demands. This major item of expense 
amounted to approximately 54% of the total gas 
revenue. 

Your Company continues to be actively involved in 
the current proceedings before the National Energy 
Board regarding the application of the major supplier 
of gas, TransCanada PipeLines, to increase its rates, 
the outcome of which will affect the cost of gas and its 
supply. While your Company is concerned that the 
cost of its gas purchases must be as low as possible, it 
is equally concerned that the financial position of the 
supplier be maintained at a level which will enable it 
to provide the necessary gas supplies to meet the 
increasing market requirements. 

As announced in the interim report of June 30, 1971, 
your Company, Union Gas Company of Canada, 
Limited, and Northern & Central Gas Corporation 
Limited reached an agreement with TransCanada 
PipeLines which will enable TransCanada to proceed 
with the major construction programme required to 
deliver the supply of gas necessary for these companies’ 
projected requirements for the 1972-1973 season. 

Under the terms of this agreement, the three distri- 
buting companies will pay TransCanada an additional 
2.1¢ per Mcf for all volumes delivered beginning 
January 1, 1972 until such time as the National Energy 
Board in Ottawa has issued its final decision in the rate 
case currently in progress. If the increase is in opera- 
tion for a full calendar year, the 2.1¢ per Mcf would 
amount to an estimated increase in the cost of gas, 
before taxes, of $5,040,000 to your Company. It is your 
Company’s present intention, in accordance with an 
accounting order received from the Ontario Energy 
Board, to defer this supplemental cost of gas supply in 
its accounts pending further consideration by that 
‘Board of future gas rates which your Company can 
charge in Ontario. 

While your Company always regrets an increase in 
operating costs, in this case, it believes that the agree- 
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Residential 
Commercial 
Industrial and Other 


ment worked out was necessary in the best short and , 
long term interests of all concerned, the public, our | 
customers, investors and employees, as it will maintain | 
necessary supplies of gas from western Canada at 
prices lower than would have been the case had con- 
struction delays been necessary. 

It is the considered opinion of your officers that 
significant discoveries of natural gas will continue to 
be made in western Canada, providing sufficient | 
economic incentives are provided to encourage the | 
necessary exploration, drilling and development in this 
area. 

Tecumseh Gas Storage Limited continues to play an 
important role in minimizing over-all gas costs by 
enabling your Company to purchase its annual require- 
ments from TransCanada at the most advantageous 
rates. Tecumseh is owned 50% by Imperial Oil 
Limited and 50% by Consumers’. The operation of 
the Tecumseh storage facilities, previously the respon- 
sibility of Imperial, as of July 1, 1971, became the 
responsibility of Consumers’. 


Related Activities 

For some time, it has been apparent to your officers 
that there would be an increasing need for non- 
regulated earnings to supplement the regulated 
earnings from utility operations if shareholder returns 
were to continue their appropriate growth and the 
capital raising capabilities of the Company be thereby 
improved for the benefit of present and future custom- 
ers as well as employees and shareholders. 

In approaching investments to produce non- 
regulated earnings, it was decided to concentrate new 
investment in fields where the Company personnel 
already had gained experience and skills or to explore 
new concepts arising from such experience. Among 
the more significant activities were the oil and gas 
exploration plans (including some in Alberta and the 
James Bay areas as well as under Lake Erie), the 
drilling services on water or on land, the computer 
related group of companies and the land and housing 
activities. Several of these activities are already profit- 
able, such as land development at the Mont Bleu 
subdivision in Hull, Quebec and drilling activities by 
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Underwater Gas Developers Limited while most of the 
others are not yet contributors to consolidated income. 


Natural Resource Activities 

This year, the pace of activity in the natural resource 
field was stepped up significantly by the agreement to 
purchase a controlling interest in Cygnus Corporation 
Limited and thereby an effective controlling interest 
in Home Oil Company Limited together with a recent 
purchase of a further direct interest in Home Oil. 
Altogether, over $40,000,000 has now been invested in 
natural resource activities. 


Cygnus Corporation and Home Oil 

On April 22, 1971 an announcement was made indi- 
cating that Consumers’ Gas had agreed to purchase 
52.5% of the outstanding voting shares of Cygnus 
Corporation Limited which in turn owns 43.5% of the 
voting shares of Home Oil Company Limited. On 
May 6, 1971 your Company sent a letter to all share- 
holders setting out the details of the transactions, a 
summary of the operations of both Cygnus Corpora- 
tion and Home Oil and the benefits of the transaction 
to Consumers’ Gas. 

The acquisition of a major holding in Home Oil 
through this agreement represents for Consumers’ Gas 
a logical extension of its participation in the develop- 
ment of Canada’s oil and gas activities both in Canada 
and elsewhere. Your Directors believe that the pur- 
chase of an interest in Cygnus which has effective con- 
trol of Home Oil will offer an opportunity for improv- 
ing the rate of growth in earnings per share of Con- 
sumers’ Gas, thereby improving its ability to attract 
capital required for expansion of gas service and other 
uses. In addition, the companies should receive mutual 
benefits through joint consultation and operations in 
drilling programmes, development programmes and 
other areas involving services common to each. 

To record the investment in and earnings from 
Cygnus (and it in turn from Home Oil) the equity 
method of accounting has been used. Under this 
method, the Consumers’ Gas share of earnings of 
these companies is recorded as income. These earnings, 
less cash dividends received, are added to the invest- 
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ment each year so that the growth of the stated invest- 
ment will equal the appropriate share of the growth 
in the underlying book values. However, at the time 
of acquisition, goodwill of $12,267,000, representing 
the excess of the investment over equity in book value 
of underlying net assets was eliminated by a charge 
against reinvested earnings, in order that the recorded 
value of the new investment be consistent with the 
recorded value of other assets that do not include a 
goodwill element. 

Subsequent to the September 30, 1971 financial 
statements in this report, Home Oil has made tentative 
arrangements to re-finance its short term borrowing. 
As one of the three parts in the re-financing pro- 
gramme, Consumers’ Gas has agreed to purchase 
275,506 Class B (voting) shares of Home Oil held by 


two of its subsidiaries. These shares are to be pur- 


chased at a price per share of $33.10 (the average price 
based on recent transactions on the Toronto Stock 
Exchange) for a total consideration of $9,119,249. The 
other two parts of Home Oil’s refinancing programme 
involve a proposed convertible debenture issue and the 
sale of approximately $3,400,000 of the marketable 
securities held by it. 

This purchase of Home Oil voting shares, together 
with the Cygnus shares already on deposit under the 
voting trust agreement, represent a voting control of 
approximately 65% of the shares that can be voted in 
Cygnus and over 49% of the shares that can be voted 
in Home Oil. The share of earnings accruing to Con- 
sumers’ Gas will be approximately 35% of the earnings 
of Cygnus other than from Home Oil and approxi- 
mately 9% of the earnings of Home Oil. Consumers’ 
Gas continues to hold a right of first refusal on an addi- 
tional 390,366 Class A and Class B shares of Home 
Oil owned by Mr. R. A. Brown Jr. which, if required, 
could increase Consumers’ Gas share of Home Oil 
earnings to approximately 14%. 

In accordance with the agreement for acquisition of 
the controlling interest, three of your Directors have 
been elected to the Board of Directors of Cygnus and 
five of your Directors elected to the Board of Home 
Oil. Mr. Oakah L Jones has been elected Chairman 
of the Board both of Cygnus and of Home Oil. 
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Report to the Shareholders (cont’d) 


Company Gas and Oil Exploration 

Your Company is continuing to expand its own activi- 
ties to find and produce natural gas from its Lake Erie 
acreage and the Hudson and James Bay areas both to 
provide gas sources closer to the Company’s service 
areas than western Canada and to increase non- 
regulated earnings. In this regard $3,200,000 was spent 
on exploration and development by your Company 
during the past year. 

This summer’s drilling in the Lake Erie acreage has 
\ again been encouraging with 20 of 41 wells drilled 
finding economically recoverable gas reserves. In 
northern Ontario near James Bay, a project with 
Anthony Gas & Oil Explorations Limited and Mid 
Eastern Oil and Gas Limited did not complete the 
drilling of the first well before spring break-up, but it 
is expected that drilling will commence again as soon 
as the ground freezes. Underwater Gas Developers 
Limited has been assisting with this drilling task as 
well as carrying out other activities under contract in 
Nova Scotia and Quebec. 

As announced previously, an agreement has been 
reached to spend $2,000,000 over the next two years 
for gas and oil exploration in return for which Con- 
sumers’ Gas will receive approximately 48% interest in 
Sogepet Limited which holds an interest under licenses 
in the Hudson Bay and James Bay Lowland regions; 
a further 4% interest in Sogepet Limited is available 
through an option to purchase additional shares. 


Computer and Related Activities 

Your Company’s activities in the fields of computer 
utilization, communications, and associated business 
systems are growing stronger. You will recall from 
earlier annual reports that the purpose of these 
activities is to capitalize on skills and knowledge 
already gained in the utility operations which include 
the processing of over 400,000 bills each month. Most 
such new ventures take several years to become net 
contributors to the over-all earnings picture. Such is 
the case for the computer group including Consumers’ 
Computer Limited, The Harrow Group Limited, 
Business Innovations Limited and the computer ter- 
minal company, T-Scan Limited. 


THE CONSUMERS’ GAS COMPANY 
Current Annual Dividend Rate 
per Common Share $.88 


Consumers’ Computer Limited with the help of 
The Harrow Group Limited has become a recognized 
computer service company in the business community 
and Consumers’ plans to expand its computer sig- 
nificantly in early 1972. The number of customers using 
Consumers’ computer facilities is increasing at a 
satisfactory rate and a recent joint venture with Setak 
Computer Services Limited helped to add to the work- 
load of the computer. Through Business Innovations 
Limited the Company is expanding its services to 
insurance agents and is working towards a real-time 
system utilizing T-Scan terminals for other types of 
businesses with a target date of operations early in 
L972: 

The market development for the mark-sensed card 
input and output terminal developed by T-Scan has 
been slower than originally anticipated as the finaliza- 
tion of financing arrangements including a partial loan 
insurance from the federal government’s General 
Adjustment Assistance Programme is taking more 
time than expected. T-Scan made a recent sale of 
terminals to the Sao Paulo Stock Exchange in Brazil 
which provides an ideal application for the terminals 
in brokerage and quotation services. 


Real Estate and Housing Activities 
As nearly all new housing developments in the Con- 
sumers’ Gas area are being supplied by natural gas, the 
Company has the opportunity to become aware of 
changing trends in housing patterns. Here again 
management recognizes an opportunity where the 
knowledge acquired in the gas utility operation can 
be put to good use on ventures in non-regulated 
fields. 

Consumers’ Realty Limited is presently in the posi- 
tion of managing company-owned housing units and 


‘other properties earning rental income. Also, it is 


actively involved in land developments in Ottawa, 
Hull and Whitby. It continues to provide mortgage 
financing to assist land developers through providing 
interim funds to developers and through second mort- 
gages to purchasers of units which utilize natural 
gas. 
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Financial Review 

Revenues increased in total by 9% from $156,390,000 
in 1970 to $170,866,000 in 1971. Gas sales revenue 
accounted for the bulk of this increase, increasing by 
9% or $13,463,000. As compared to the year before, 
the annual increase in gas sales was smaller because 
the weather was slightly warmer; 7769 degree days in 
1971 as against 8065 in 1970 (the term degree day 
deficiency is defined on page 19). 

_ The costs of operating your Company continue to 
increase. Operation and maintenance costs increased 
by $2,645,000 or 11%. In large measure this is a 
result of inflation although it also reflects the increasing 
scale of operations. The costs of wages for over 2,300 
employees, of borrowed money, of municipal taxes 
and generally of keeping pace with the growth of your 
Company have all increased. Efforts continue to keep 
these costs to an absolute minimum. Although it is 
difficult to offset inflationary pressures with other 
economies, your management and staff will continue 
their efforts in this regard. 

Your Company’s distribution system must, however 
continue to expand its service areas and be kept up to 
date by maintaining and replacing the existing facili- 
ties on a regular basis. Capital expenditures this year 

amounted to $43,569,000 including a large amount 

' for facilities for supplying gas to the Richard L. Hearn 

electricity generating station. Future requirements of 

| approximately $35 million in capital expenditures can 

i be foreseen annually in order to maintain the growth 

in sales and continually update the distribution system. 

Two changes in accounting practices have been 
applied to the preparation of the financial statements 
this year in order to provide shareholders with a more 
complete picture of operations. The combined effect 
of these changes in accounting practice, applied retro- 
actively, was to decrease reported earnings by $276,000 
in 1971 and $371,000 in 1970 from those which would 
have been reported had the practice not been changed. 

First, the earnings of 50% owned companies Tecum- 
seh Gas Storage Limited, the Harrow Group Limited 
and Hunt Club Real Estates Ltd. are now accounted 
for on the same equity basis as used for Cygnus, there- 
by taking into income Consumers’ Gas portion of 
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these companies’ earnings and showing the investment 
at the book value of the underlying net assets. 

Second, the Company adopted the full cost method 
and tax allocation basis of accounting for its gas and 
oil exploration and development activities. These 
changes are designed to better match exploration and 
development costs to revenue and to eliminate any 
fluctuations in income that might occur from this ex- 
panding programme due to differences in timing of 
deductions for income and tax purposes. The full cost 
method of accounting capitalizes all costs of exploring 
for and developing gas and oil reserves including 
geological and geophysical expense, costs of drilling 
both productive and non-productive wells and related 
overhead expenses. These costs are depleted using the 
unit of production method based on estimated 
recoverable reserves. 

The net income for the year amounted to $21,561,000 
representing an increase of 9% over the previous year. 
This represents basic earnings per common share of 
$1.18 per share as against $1.08 after extraordinary 
item as restated for 1970. Dividends on common shares 
were paid during the year at the rate of 20¢ quarterly 
per share. In September 1971, the quarterly dividend 
rate was increased to 22¢ quarterly, increasing slightly 
the proportion of earnings paid in dividends. 

In February 1971 the Company issued $50,000,000 
in new twenty year debentures with interest payable at 
the rate of 814%. In addition the Company is an active 
borrower on the short term market. Interest rates 
were very high for most of the year under review but 
more recently are somewhat lower. It is likely that 
additional long term borrowings will have to be 
arranged during the present fiscal year but the timing 
will depend on financial markets and the state of the 
country’s economy as a whole. Long term financing 
was also arranged for Tecumseh Gas Storage Limited 
during the year by a $6,000,000 issue of 84% 
debentures. 


Personnel and Labour Relations 
On February 19, 1971, after a strike of sixteen weeks’ 
duration by members of Local 161 of the International 
Chemical Workers Union, a new labour agreement was 
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reached with 540 operating employees in the Metro- 
politan Toronto and surrounding areas. It provided for 
improved fringe benefits and wage increases totalling 
24.4% over the thirty-eight month life of the contract. 
During the coming year new contracts must be 
negotiated with three locals of two unions covering a 
further 492 of your Company’s employees. On 
January 1, 1971, changes were made to the Con- 
sumers’ Gas retirement annuity plan upgrading it toa 
final earnings formula which will provide retiring 
employees with increased pensions more closely 
related to their pre-retirement earnings. 

The Company, through its tuition aid plan, assists 
employees to further their skills and basic education. 
The Company is also continuing to encourage em- 
ployee involvement within the community through the 
utilization of our human and physical resources for 
both the benefit of the community and the personal and 
business development of our staff. Among others, your 
employees have participated in Junior Achievement 
Programmes, Business Education Days under the 
Department of Education, the Riverdale Youth Pro- 
ject and in a student employment programme designed 
to encourage students in inner city schools to stay in 
school. 


Outlook 

There are a number of important matters which will 
have to be dealt with during the coming year, the 
results of which will have a significant effect on the 
operations of Consumers’ Gas. Prominent among 
these are matters of gas costs presently before the 
National Energy Board. If, as is likel 
decision by the National Energy Board increases the 

in turn wi ed 
‘to look to the Ontario Energy Board for an adjustment 
in its Customer rates in order to recover these cost 
“TMICTeases. ee a a aa 
~-An additional area of concern to your Company 
during the next year will be the Canadian Tax Reform 
Bill C-259 which was tabled by the Minister of 
Finance in his budget speech of June 18, 1971, and 
which has long range implications to Canada as a 
whole and to your Company in particular. A great 
concern with tax reform is that it may hinder the 
ability of your Company and other Canadian com- 
panies to raise the capital required to develop, main- 
tain and expand their operations. Your Company has 
supported a Canadian Gas Association submission to 
the Minister of Finance in which it is recommended 
that serious consideration be given to encouraging 
Canadians to invest in the ownership of Canadian 
companies and to encourage foreign capital into debt 
types of financing. It is also recommended that the 
government continue the present provision which taxes 
investor-owned utilities at 2 percentage points below 
corporations generally in order to assist these com- 
panies in attracting to Canada the sizeable capital 


e forced © 


required for their operations and to assist low income 
customers for whom the fuel component is a relatively 
higher proportion of income than for higher income 
persons. 

During the next year your directors, management 
and employees will be working towards the mainten- 
ance of the present and future gas supply to the 
Company at competitive prices, towards maintaining 
the ability of the Company to borrow its cash require- 
ments on the financial markets, towards a continuation 
of employment policies in which employees are granted 
wage increases in line with productivity, towards con- 
trolling expenditures and towards the continued 
successful Company exploration and development 
programmes. Most important, the Company will be 
working for the shareholders to ensure that they 
receive a satisfactory return on their investment as it 
is the shareholders who have placed their trust in your 
directors and your employees to help to provide the 
community with a vital service of the best available 
quality so that it will be a better community. 

Your directors and management have taken a 
number of steps during the past year which will have 
a far-reaching effect on the future of your Company. 
Lying behind these decisions is a faith in Canada. 
We have attempted to depict this faith in the last 
section of this annual report through a pictorial display 
under the titles ‘““We Believe’. 


(peste a 


Chairman of the Board 


Gre ncaaz 


President 


Consolidated Statement of Income 


The Consumers’ Gas Company and subsidiary companies 
(Expressed in Thousands) 


Years ended September 30 
1971 1970 


(note 1) 
REVENUE 


Gas sales $158,280 $144,817 
12,586 573 
170,866 156,390 


COSTS AND EXPENSES 
Gas costs 85,413 77,294 
Operation and maintenance 26,752 24,107 
Depreciation and depletion 11,180 10,114 
Municipal and other taxes 4,175 3,865 
Interest and amortization—long term debt 12,758 10,389 
Other interest 2,250 2,116 


142,528 127,885 
28 338 28,505 


Equity in earnings (note 2) 
Cygnus Corporation Limited 29 -- 
Tecumseh Gas Storage Limited and other companies 50% owned. $32 635 
Income before income taxes and extraordinary item 29,199 29,140 


Income taxes (note 4) 
Current 5,276 7,841 
Deferred 2,362 1,140 
7,638 8,981 


Income before extraordinary item 21,561 20,159 


Extraordinary item 
Costs of offer to purchase Union Gas shares and Ontario Energy Board 
hearings in connection therewith _— 


Net income for the year 21,561 


Dividends 
Preference shares 919 
Common shares (1971—82 cents, 1970—74 cents) 14,344 
15,263 


Net income after dividends $ 6,298 


Basic earnings per common share (note 9) 
Income before extraordinary item 


Net income 


Consolidated Balance Sheet 


The Consumers’ Gas Company and subsidiary companies 
(Expressed in Thousands) 


September 30 


10 


ASSETS 1971 1970 
CURRENT ASSETS (note 1) 
Cashvand depositS.e< .2-. sare Maer case ae os ee ee $ 2,614 $11,335 
Accounts receivable (including accounts receivable on merchandise finance plan, 
1971—$16,.1.60,000, 1970=-$10.325.000) Vy Fa oe ee ee ok eee 23,248 22,470 
Materials and supplies at the lower of cost and market ........... 4,491 3,946 
Gas'stored underground aticost; .icer cane = cee ete eee 18,250 19,647 
Prepaid expenses ss c7.0. PR+ Gf foe's Bol i ke rs 2,526 1,336 
51,129 58,734 
INVESTMENTS (note 2) 
Cygnus Corporation Limited at equity in underlying net assets. . ...... 8,863 — 
Tecumseh Gas Storage Limited and other companies 50% owned at equity in 
underlying net. assets: 2 ae ea a oe ea ee 5,428 4,903 
Union Gas Company of Canada, Limited at cost. ............. 12,846 12,846 
27,137 17,749 
PROPERTY, PLANT AND EQUIPMENT at cost or redetermined value (note 3). ... . 458 ,639 419,572 
Accumulated: depreciation and depletion; a3ue —) sme ee a ei) 67,644 60,966 
390,995 358,606 
OTHER ASSETS AND DEFERRED CHARGES 
Mortgages receivabléig.n sii) =a | eee Us. Se eee Cy eee ee 6,705 5,987 
Property heldfor resalesandjotherassetcmee ame ae a 2,738 3,368 
Unamortizéd:debt:discountangd expensesmaw tee. upc es ee ee 2,100 1,370 
Other deferred. chargés = £5. epee er -eee oe eee ee 2,968 1,272 
14,511 11,997 
Approved by the Board: 
J. K. MACDONALD, Director 
J. C. MCCARTHY, Director 
$483,772 $447,086 


LIABILITIES 


CURRENT LIABILITIES 
Bank borrowings 
NOLES OAV a Ol Cae. scot 4 MEE: oo gtk we tugs, Fa RN lee ER econ ede ES 
mceOuntsspa able ANG ACCrUCC | 451. 2.5: MAmeenn eer». SNR ee ap a 
mecrvec interest Onions termrdebt, 40°24. % ae ee ewes eee ys 
A kcsspayablesp ayaa © tees eg eee ee Ghee ee OL Ae Pe en ee 
PIG eNUSEDAVAULG, CLOUET al mau ime sae ay ty aay ose baad, Rete caren ee eae noes 
Sinking fund requirements payable within one year... ........2.. 


av ike NEM en Male ta ah aie) Fe) evens ee em tele ve: | lel rely en ey pe) ce ene ‘er ces fe) Phen’ ie 


LONG TERM DEBT 
ESIC OCECe DE ( HOLE) ice nant sapyyatete ese phe at al PGE beer) ae eae eee 
BLOrebAgesspayablowe EN clieeG oe Rae eee reise Sa Penne 


BUGEMREL INCOME. TAXES (NOE 4). gc ce ce a cote Se oe ga eee is 
MINORITY INTEREST IN‘SUBSIDIARY COMPANY . . . 5 @ » 4 5 «1 2) wee ee 4 


SHAREHOLDERS’ EQUITY 
Capital stock 
Pretecence shares (NnotecO)) a) ee) vas rae ee At, VC Ee 
Common shares (note 7) 
Authorized—75,000,000 shares without par value 
Issued —17,495,745 shares (1970—17,486,828 shares) ........ 
COM MMNGECAS UT DLS oan raat. a>, ar ae RL Voee hem cs 28 are eee eae ee ee me, 
Excess of net redetermined value of property, plant and equipment over 
sleDLeciatedhDOOk COSst (NOLG. 3) ewe <0 gna se Ga SP Awe se wa eee aoe ke 
RCI VE SLO COCAINE OS: ets coe lea ta AB Meehan pike, wath en se eee iuekes ihe Seaton ok 


September 30 


1971 1970 
(note 1) 

$ 19,947 $ 33,267 
27,168 20,537 
20,999 18,593 
2,815 2215 
— 1,643 
4,076 3,729 
1,715 1,338 
76,720 81,322 


229,799 184,872 
907 708 
230,706 185,580 


8,891 6,529 
726 727 
16,753 17,176 
72 a2 72,578 
3,195 3,136 
17,576 17,925 
56,493 62,113 


166,729 172,928 


$483,772 $447,086 
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Consolidated Statementof Reinvested Earnings 


The Consumers’ Gas Company and subsidiary companies 
(Expressed in Thousands) 


Years ended 


Balance at beginning of year 
As previously reported 
Adjustment for change to full cost and tax allocation accounting 
for exploration and development activities (note 3) 


Adjustment for change in accounting for Tecumseh Gas Storage 
Limited and other 50% owned companies (note 2) 


As restated 

Net income after dividends 

Amounts realized through depreciation provisions, transferred from excess of 
net redetermined value of property, plant and equipment over depreciated 
book cost 


Deduct 
Excess of investment in shares of Cygnus Corporation Limited over 


equity in book value of underlying net assets at acquisition (note 2)... . 


Costs of obtaining supplementary letters patent 


Balance at end of year (note 8) 


Consolidated Statement of Source 
and Use of Funds 


(Expressed in Thousands) 


Years ended 


SOURCE OF FUNDS 
Cash flow from operations. 
Issue of funded debt 
Issue of common shares 
Miscellaneous items 


USE OF FUNDS 
Net additions to property, plant and equipment 
Investment in mortgages receivable and other assets, net. 
Reduction in mortgages payable, net 
Investment in shares of Cygnus Corporation Limited 
Investment in shares of companies 50% owned 
Investment in shares of subsidiary company less working capital 

at date of acquisition 

Reduction in non-current portion of funded debt 
Preference shares purchased for cancellation 
Capital stock and funded debt issue costs, net 
Dividends on preference and common shares. 


DECREASE IN WORKING CAPITAL POSITION 
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September 30 


in an 


(note 1) 
$56,550 


(1,790) 


L212 
$62,113 55,972 
6,298 3,919 


349 


68,760 


12,267 


$56,493 


September 30 


1971 1970 


(note 1) 
$34,806 $30,602 
50,000 
134 160 


(1,542) 730 
83,398 31,492 


43,569 33,051 
482 
(199) 
20,696 
80 


5,073 
423 
1,014 
15,263 


86,401 
$ 3,003 


Notes to Consolidated Financial Statements 


The Consumers’ Gas Company and subsidiary companies 


NOTE 1 CHANGES IN ACCOUNTING PRACTICE 


_ , During the year the company adopted the equity method of recording its investment in 50% owned companies thereby including 
In income its interest in earnings of, rather than dividends received from, such companies. 

In 1971 the company also adopted the full cost method and tax allocation basis of accounting for its gas and oil exploration and 
development activities. These changes are designed to better match exploration and development costs to revenue and to eliminate 
any fluctuations in income that might occur from this expanding programme due to differences in timing of deductions for income 
and tax purposes. 

Adjustments reflecting these changes in accounting practice have been made retroactively and comparative figures and reinvested 
earnings have been adjusted accordingly. In addition, the 1970 comparative figures have been reclassified to conform with other 
minor changes in financial statement presentation adopted in 1971. 


NOTE 2 INVESTMENTS 


During the year the company agreed to acquire approximately 53% of the voting Class B shares of Cygnus Corporation Limited 
which represents approximately 35% of all its outstanding shares. The investment is carried in the balance sheet at the company’s 
equity in the book value of underlying net assets at acquisition, together with the company’s equity in the undistributed earnings of 
Cygnus since acquisition. The investment in shares of Cygnus exceeded the company’s equity in the book value of underlying net 
assets at acquisition by $12,267,000 all of which is allocable to goodwill. Since goodwill purchased on acquisition of the Cygnus 
shares became merged with the already existing goodwill of The Consumers’ Gas Company and its subsidiaries, which has not been 
recorded in the companies’ accounts, it has been charged to reinvested earnings. 

The company has a 50% interest in Tecumseh Gas Storage Limited, The Harrow Group Limited and Hunt Club Road Estates 
Limited. In 1971 the company adopted the equity method of recording its investment in companies 50% owned thereby increasing 
the investment in such companies previously reported at cost by its share of net earnings in excess of dividends received. 

The company holds 700,000 common shares of Union Gas Company of Canada, Limited shown on the balance sheet at cost. 
At September 30, 1971 the market value of these shares was $9,888,000 based on the closing price of $141 per share. 


NOTE 3 PROPERTY, PLANT AND EQUIPMENT 


The following is a summary of the property, piant and equipment and related accumulated depreciation and depletion: 
Accumulated 
Depreciation 
and 
Asset Depletion 


: j (Expressed in Thousands) 
Gas distribution, transmission and underground storage plant including lands, structures, 
pipelines, permissions, equipment, etc... ... Alte ee tie a 


Se eee ar es 440,227 $63,555 
Natural resource properties (mainly under Lake Erie) including wells, gathering lines and 


ExploratiomanddevelopmentiCOStS).n ss) ns a) ee) Ge dx ply ee Cee ee 12,300 703 
Drllievandyrelated equipment ah a. nes. vel ct es ws ey eh at wt Nes) ve Ss cee es eae A IINS 888 
RedmestatesueidmMordevelopiment 4, ~ eck fl facie as tse ke) eer CSE ocr ree ae 3,552 2,401 
(COMM Maroons & ss oud cob (oOo eDMM OMAN ck 9 io 5 0 6 4 5 Oo A ees 345 97 


$458,639 $67,644 


All land, plant and equipment is stated at cost, with the exception of plant and equipment acquired prior to the end of the com- 
panies’ 1955 fiscal years the remaining portion of which is stated at a redetermined value of $62,300,000 based on reproduction cost 
according to appraisals made by Stone & Webster Canada Limited as at that time. 

Accumulated depreciation at the date of the appraisal was based on estimated service life. Depreciation for subsequent years 
has been calculated on a straight line estimated service life basis using the stated values of depreciable assets. 

The increase in the depreciated value of property, plant and equipment, resulting from the 1955 redetermination (less portions of 
such increase realized through disposals and depreciation provisions and adjustments for the years 1956 to 1971) has been included in 
shareholders’ equity as excess of net redetermined value of property, plant and equipment over depreciated book cost. 

In 1971 the company retroactively adopted the full cost method of accounting whereby all costs of exploring for and developing 
gas and oil reserves, which to date have all been expended in Canada, are capitalized and form part of property, plant and equipment. 
Such costs include geological and geophysical expense, costs of drilling both productive and non-productive wells and overhead 
expense related to exploration activities. These costs are depleted using the unit of production method based on estimated recoverable 
reserves. Prior to this change in practice, the company capitalized the costs of exploration and development based on defined areas 
of interest and provided from income an allowance for unproductive areas. Unproductive areas were written off against this allowance 


when they were abandoned. 


NOTE 4 INCOME TAXES 

The companies follow the tax allocation basis of recording income taxes except in gas utility and like operations. In gas utility 
and like operations, where tax reductions arising from the differences in timing of deductions for income and tax purposes continue 
to accumulate for many years, rate and revenue structures are designed not to recover deferred taxes in current revenues and accord- 
ingly deferred taxes are not recorded in the companies’ accounts. Such deferred taxes not recovered in revenues and not recorded 
amounted to $5,934,000 in 1971, $5,281,000 in 1970 and to an accumulated amount of $58,289,000 at September 30, 1971. The 
retroactive change made in 1971 to the tax allocation method in accounting for the company’s exploration and development activities 


has been reflected in the 1970 and cumulative total figures. 

The 5% investment tax credit granted by the Government of Ontario is based on investment in expansion of plant. For this 
reason, the company is deferring the reduction in corporate income taxes which it receives and is amortizing each year’s tax reduction 
over a five year period to offset in part the cost of carrying such new investment during the first five years of customer build-up 
and consequent lower return thereon. The reduction of income tax due to this income tax credit is $550,000 in 1971 of which $110,000 
has been reflected in income. 

The 1971 federal tax amendments, passed or proposed, permitting capital cost allowances to be based on 115% of the cost of 
certain assets, removing the 3% surtax and reducing the tax rate are reflected in income as a reduction in income taxes. 
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Notes to Consolidated Financial Statements (continued) 


The Consumers’ Gas Company and subsidiary companies 


NOTE 5 FUNDED DEBT 


Outstanding 
Maturity 1971 1970 
The Consumers’ Gas Company 
First Mortgage Sinking Fund Bonds 
334% Series :Ac™ .. bs ues apes 8) cee te eet eee ae ce ee ake ue 1974 $ 5,272,000 $ 5,612,000 
5% .~ ‘Series Br s/c so. o) 3. eee a Pe ee oil i vn 1978 13,834,000 14,260,000 
514%) Séries ‘Go 58 FI es ew «eke ere mn 1983 17,149,000 17,704,000 
4.85%) Series D) (U:S2$13;850:000)* yaaa emcee ee ne 1985 14,867,686 14,867,686 
Sinking Fund Debentures 
ee er a Aa hed GO ae oo ch © Gok 1974 3,631,500 4,116,500 
4gT oon bea BT es Ee i ee ne 1976 5,810,000 6,365,500 
Ey re een eee 6 ee Seg Sg Gd SS oe 1977 3,729,500 3,884,500 
Sy ee ee ei, gt oe Gt DA Se eo oe 1979 7,373,000 7,732,000 
re er ne ere, eee MS Ke gcd 1981 10,761,000 11,229,500 
SYA oa vay. sc Biy coe TBapgay Mis ugitlagt sea ciiiniege Sg cage tien nibs ce ae ae ean mE 1982 8,219,200 8,626,700 
sty mee ee nn Sener he Qt ot 1984 9,526,100 9,886,300 
aby) eT hey Aete ren Gea a tiatlo oS. 5.5m 0 oleic 1985 18,483,000 18,989,000 
nee aren re Pre mR rhe er age S'S Gt 1991 50,000,000 — 


Convertible Sinking Fund Debentures 
514% (convertible into common shares at a conversion price of $23.53 
per share). (2529s VSR ae eee et ee ee 1989 60,000,000 60,000,000 
St. Lawrence Gas Company, Inc. 
First Mortgage Sinking Fund Bonds 


54%4% (1971—U.S. $2,640,000, 1970—U.S. $2,712,000) ....... 1988 2,858,592 2,936,554 
231,514,578 186,210,240 

Less balance of sinking fund requirements payable within one year, included 
in Current liabilities? "oe ere oto eee een ee 1,715,453 1,337,854 
$229,799,125 $184,872,386 


The outstanding principal amounts are expressed as the equivalents in Canadian funds at date of issue. 


Aggregate sinking fund instalments due on the presently outstanding funded debt, amount to approximately $5,239,758 in 1973 
and $5,749,362 in 1974. 


NOTE 6 PREFERENCE SHARES 

Authorized 
Group 1— __ 167,528 shares (1970—171,760 shares) of $100 each, issuable in series 
Group 2— 1,000,000 shares of $100 each, issuable in series 
Group 3—15,000,000 convertible shares of $14 each 


Outstanding, Group 1 1971 1970 
46,921 shares (1970—48,310 shares) 514% cumulative Series A, redeemable at a premium reducing 

Cty oe by) ee SA eee keer ee oe Go Oe oo G8, d 6 ole Bee o € $ 4,692,100 $ 4,831,000 
93,907 shares (1970—95,875 shares) 514% cumulative Series B, redeemable at a premium reducing 

from 3% to 1% se"  vay ens ea ee ele Daa ee ace Bs lee ed a ae ee 9,390,700 9,587,500 


26,700 shares (1970—27,575 shares) 5% cumulative Series C, redeemable at a premium reducing 
from, 4%, tO TV. anviics. Noprstedecae eeock aula mick teas unde Bence EC SU ae ee 2,670,000 2,757,500 


$16,752,800 $17,176,000 


A retirement fund for the purchase of each class of preference shares for cancellation is required to be maintained in the amounts 
of $100,000 for the Series A shares, $200,000 for the Series B shares, and $60,000 for the Series C shares. These funds are required to 
be augmented on January 2 of each year by the amounts necessary to re-establish them at the original amounts (see Note 8). 

During the year, 1,389 Series A, 1,968 Series B and 875 Series C preference shares having an aggregate par value of $423,200 


were purchased for cancellation. The amount of $58,555 by which the par value exceeded the purchase price of such shares is included 
in cortributed surplus. 


NOTE 7 COMMON SHARES 
During the year, 8,917 common shares were issued for $133,250 cash. 
2,550,000 common shares are reserved for issue upon conversion of the 514% convertible sinking fund debentures. 


Under the terms of the Restricted Stock Option Plan approved by the common shareholders on November 19, 1956, 890,874 
common shares have been set aside for purchase by key employees. At September 30, 1971, 786,774 shares had been issued under this 
plan and options are outstanding on 538 shares at $12.00 per share, 4,930 shares at $12.825 per share and 64,625 shares at $17.55 


per share for a total of 70,093 shares. The last of these options expires on January 19, 1975. A total of 91 employees hold options 
under the Restricted Stock Option Plan. 


NOTE 8 REINVESTED EARNINGS 


Reinvested earnings includes a special account in which has been set aside, in accordance with supplementary letters patent 
creating the preference shares, amounts aggregating $29,000 for the purchase of preference shares for cancellation. 


NOTE 9 EARNINGS PER SHARE 


Earnings per share have been calculated on the weighted average number of shares outstanding during the year. 
Fully diluted earnings per share (assuming conversion of the convertible debentures and exercise of stock options) are: 


1971 1970 
IMCOIME ACR GximeNGinenNPige) 5 o fH 6 ob oo 6 6 68 56 GR Soo Gow ee $1.11 $1.04 
INGIMITICOMIC MMEITIEP MN ir: Biota of (Qe oy Ss ante eset a. eine Mc ec ea a aes $1.11 $1.02 


NOTE 10 REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


Direct remuneration of directors and senior officers amounted to $389,442 for 1971 and $372,542 for 1970. 


NOTE 11 PENSION PLAN LIABILITY 


The unfunded past service liability of the company and its subsidiaries according to an independent actuarial valuation made as 
at December 31, 1970 amounted to $2,880,000 at that date. This obligation will be satisfied and charged to operations over the next 
19 years in annual instalments of $233,000. Annual contributions are made and charged to operations in the amounts estimated in the 
actuarial valuation to be sufficient to fund all current costs of the plan. 


NOTE 12 CONTINGENT LIABILITY, COMMITMENTS AND SUBSEQUENT EVENT 


The company has entered into an agreement whereby it agrees to make sufficient use of the facilities of Tecumseh Gas Storage 
Limited to generate the revenue required by Tecumseh to meet its obligations under Trust Indentures relating to its Series A and 
Series B debentures. In the event that there is any deficiency, the company will be required to purchase subordinated securities in an 
amount sufficient to make up the deficiency. The management of the company is of the opinion that Tecumseh will generate sufficient 
revenue to meet its obligations. 

The company is committed to increase the purchase price of its investment in 1,357,614 Class B shares of Cygnus Corporation 
Limited in the following circumstances. If the average market price during the 30 day period prior to April 23, 1972 exceeds $15.03 
per share, the per share price for 665,230 shares will increase by this excess. If the average market price during a 30 day period prior 
to certain specific happenings during the 10 years commencing April 23, 1971 exceeds $17.90 per share, the per share price for 692,384 
shares will increase by one half of this excess. 


Subsequent to September 30, 1971, the company agreed to acquire additional investments in the aggregate amount of $9,120,000. 


Auditors’ Report 


Thorne, 
Gunn, 


Helliwell 
ie hae CHARTERED ACCOUNTANTS 


To the Shareholders of The Consumers’ Gas Company 


We have examined the consolidated balance sheet of The Consumers’ Gas Company and subsidiary 
companies as at September 30, 1971 and the consolidated statements of income, reinvested earnings and 
source and use of funds for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary 


in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the com- 
panies as at September 30, 1971 and the results of their operations and the source and use of their funds for 
the year then ended, in accordance with generally accepted accounting principles applied, after giving 
retroactive effect to the changes in accounting practice referred to in note 1, on a basis consistent with that of 


the preceding year. 
Toronto, Canada, oe Gong Vet MA idkcun 


November 1, 1971. Chartered Accountants 
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(Sonsumers’(\as and subsidiaries 
service area 


(Gonsumers (jas areas of interest 


Underwater Gas Developers—contract locations 
TransCanada PipeLines 


Great Lakes Gas Transmission 


Home Oil North American areas of interest 


. .. the success of Consumers’ Gas, like all successful 
organizations, is built on confidence. Every aspect of 
company operations is dedicated to this objective. 


. . confidence of the public in our people, products 
and service has built increasing awareness of the bene- 
fits of natural gas and a steady increase in number of 
customers, plus an ever-broadening usage by major 
markets, residential, commercial and industrial. 


... growth, as evidenced by the financial report on the 
preceding pages, is based on shareholder/investor 
confidence. Financial return, in dividends and interest 
has maintained favour with the investing public, 
generating funds for expansien, diversification and an 
aggressive growth program aimed at the sound de- 
velopment and utilization of Canada’s rich resources 
of energy. 


... the future of Canada has to be determined by the 
confidence of Canadians in Canada — in the industries 
and business of Canada which produce jobs, products, 
services and profits (and tax revenues) needed to 
assure the growth of this country to the benefit of all. 


WE BELIEVE IN CANADA! This map on the wall of our Gas 
Dispatch Department at Victoria Park shows the area served 
by Consumers’ Gas and its subsidiaries, which is also indicated 
on the map of Canada at the left. The transmission line of Trans- 
Canada PipeLine and the major grid system of the company 
illustrate how natural gas from Western Canada is brought to 
our customers in Ontario, Quebec, and northern New York 
State. 
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ne 


and its place in 
the world of the 70’s 


a 


ONTARIO, major area of company interest, is dynamically presented in Ontario 
Place, showplace of provincial growth and opportunity, visited by thousands day 
after day since opening, early in 1971. It is served by natural gas supplied by your 
company. 


a NEW FRONTIERS of resource development are 
ea REN a ees RE being explored by Consumers’ Gas. Chief 

F geologist, Art Wootton inspects rock out- 
crop on company’s exploratory license along 
the Moose River in James Bay lowlands, 
where a company-sponsored drilling program 
is contemplated. 


gas 


QUEBEC, in the area over the Ottawa river, is served by Gazifére de Hull, where the 
company is in the process of considering services to Aylmer, P.Q., demonstrating 
its confidence in the future of this province. Ottawa Gas, another subsidiary, brings 
natural gas to Canada’s rapidly-growing Capital city, expanding suburbs and the 
prosperous Ottawa Valley. 


NEW YORK STATE Over the Thousand Islands Bridge represents an important market 
for natural gas where subsidiary St. Lawrence Gas is developing the residential, 
commercial and industrial application of Canadian natural gas in this prosperous 
U.S. area of the Seaway. ; 


We believe in Service... 


the customer comes first! 


GAS SUPPLY, vital to successful operation, means that, throughout the entire system natural gas has to be available when and where 
needed. Changes in temperature and varying load demands are instantly monitored at this Victoria Park facility. Here, a 24-hour 
surveillance, by the dispatcher and his assistant, monitor and control the gas supply for all our customers throughout the entire 
service area. Contact with other service areas is maintained, integrating total supply needs from one centralized control. 


THE CUSTOMER INQUIRY DEPART- 
MENT at Victoria Park where 
more than 225,000 customer rec- 
ords are available for instant 
inspection and immediate follow- 
up by any one of our staff of 
efficient operators. 


CONTACT with our fleet of service vehicles is main- 
tained day and night throughout Metro Toronto. 
Service requests received from the Inquiry Department 
are relayed to them by phone and radio for immediate 
action. 


SERVICE MAN, in answer to call, checks 
the problem to customer’s satisfaction. 
System-wide service like this makes 
natural gas customers the best “‘sales- 
men”? we have —a major factor in the 
steady growth enjoyed by your company. 
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IN METRO TORONTO, clean burning natural gas, replacing other fuels, has made a major contribution to cleaner air, a better environ- 
ment and better living for Canadians. “‘If everyone today used natural gas there would be a lot less air pollution”’ is the basis of our 
company marketing policy designed to make the public aware of this important advantage of natural gas. 


HOUSING DEVELOPMENTS in all Service Areas rely on natural gas 
for heating, water heating, air conditioning, cooking, clothes 
drying, outdoor barbecuing, lighting and pool heating. This 
trend continues as new building spreads out to meet the steady 
demand for new, modern homes, shopping plazas, schools . . . 
all of today’s requirements for better living. 


THE PULP AND PAPER INDUSTRY is a big user of natural gas. Here 
in the Abitibi/Provincial plant in Thorold, used paper is being 
de-inked and recycled for conversion into fine printing papers. 
R. L. Goodenough, Regional Manager, Provincial Gas Company 
and Harry Nichols of Abitibi/Provincial inspect paper handling. 
The paper used in this section of the Annual Report is one of the 
products of this mill, an important customer of Provincial Gas. 


THE ADVENT Of major new communities in your company’s 
service area is enabling us to participate in all aspects of the 
plan from the initial concept to the final completion of the 
composite community. 

The involvement of your company in the planning of such 
communities includes the use of natural gas for industrial 
development, all forms of commercial undertaking, and all 
types of residences from single family to high rise apartment. 

Meadowvale (above) and Erin Mills New Town (right) are 
such 20-year projects which are expected to have a combined 
population approaching half a million. 


INDUSTRIES, conscious of their responsibility in helping to 
reduce air pollution, are converting to clean-burning natural 
gas throughout Consumers’ Gas service areas. Molson’s 
brewery in Toronto is an example of this trend so important 
in all community development today. 


ERIN MILLS SOUTH PHASE 1 @-nvs0w 


‘ ROR iy BURN bs 


1. 
i Waa 


HIGH RISE—Chapel Glen, a large complex of high-rise condominium 
apartment suites, one of the first groups of system-built buildings 
constructed with an innovative method using factory fabricated 
building components uses roof-top gas-fired boilers for heating and 
water heating. 
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We believe in people... 


EMPLOYEE long service records demonstrate a 
high degree of loyalty to the company. Our 
program of training, development and advance- 
ment is instrumental in maintaining a sound 
management/employee relationship, essential to 
corporate progress. 


a 


ARCHITECTS, engineers, draughtsmen represent 
some of the key professions and trades respon- 
sible for developing new markets and areas of 
opportunity for the company. Specialists in the 
company work with these and other individuals 
and groups to maintain the excellent growth 
record of the company. 


CUSTOMERS are the backbone of our 
business. Customer service is responsible 
for achieving an excellent attitude to- 
ward the company, its people and its 
products. Throughout the organization 
the importance of this is emphasized 
and carried out in all company programs. 


SHAREHOLDERS and investors from all 
walks of life look to this company for a 
fair return and steady growth built on 
company performance. Such a record, 
year after year, based on sound princi- 
ples of service to customers and the 
public, maintains the confidence of the 
investment community. 


* 


RESEARCH is essential to the continuing development of new uses and improved 
applications for natural gas. At the Canadian Gas Association testing laboratories, 
Consumers’ Gas participates in a new type of burner development as its part of an 


over-all, industry-wide program. 


COMPUTERS have had an important role in customer billings, marketing and engineering in Consumers’ Gas since 1963. Recently, as 
part of our overall corporate development plans, the Computer Data Centre now serves Consumers’ and also many other customers 
through the time-sharing facilities of Consumers’ Computer Limited. At the recent Canadian Computer Show in Toronto, Consumers’ 
Gas subsidiaries, Consumers’ Computer Limited and Business Innovations Limited along with partly owned affiliates, The Harrow 
Group Limited and T-Scan Limited, presented their diversified services to the business community. A feature of this display was the 
participation afforded visitors to use the T-Scan terminal. More than 7,000 transactions proved the interest of this important audience 
in your Company’s computer operations. 


Whit 
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HEARN GENERATING PLANT in Toronto in OFFSHORE DRILLING in Lake Erie has produced several 


the background where the Consumers’ producing gas wells. Drilling activities are planned for 
Gas Service is being installed. Initial other areas in Canada where preliminary seismic tests 
deliveries were made in August and full and surface prospecting indicate promise. The acquisi- 
service is expected to be available in early tion of Consumers’ Gas interest in Home Oil enables 
November 1971. your company to participate in the resource develop- 


ment needed to meet Canada’s energy requirements. 
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We believe... 


ees ae ; ate eae: ce 
SINCE CANADA’S CENTENNIAL CELEBRATION in 1967, the corporate headquarters building of Consumers’ Gas at 19 Toronto Street, 
Toronto, has displayed Canada’s flag as a reminder of the company’s sincere belief that the future of Canada depends on the attitude 
of Canadians . . . their desire . . . their loyalty . . . their enthusiasm . . . their effort . . . their determination. 

This display of flags is our way of saying, ““We believe’’, sincerely hoping that others will join us in demonstrating in every way, 
the strength of their convictions in the future of Canada and their enthusiasm for Canadian opportunity in the world today. 


Corporate Information 


The Consumers’ Gas Company 
Incorporated under the laws of the Province of Canada March 23, 1848 
and continued as if incorporated under the laws of the Province of Ontario 


GENERAL OFFICE 
19 Toronto Street, Toronto, Ontario 


REGISTRAR, TRANSFER AND DIVIDEND 
DISBURSING AGENT 


Canada Permanent Trust Company 
1901 Yonge St., Toronto 7, Ontario 


REGISTRAR AND TRANSFER AGENTS 


Canada Permanent Trust Company 
in St. John’s, Halifax, Charlottetown, Saint John, 
Montreal, Toronto, Winnipeg, Saskatoon, Calgary and Vancouver 


Bankers Trust Company 
16 Wall Street, New York 


TRUSTEE (BONDS) 
334% First Mortgage Sinking Fund Bonds, Series A 
5% First Mortgage Sinking Fund Bonds, Series B 
544% First Mortgage Sinking Fund Bonds, Series C 
4.85% First Mortgage Sinking Fund Bonds, Series D (U.S. Funds) 


Canada Permanent Trust Company 
320 Bay Street, Toronto 


TRUSTEE (DEBENTURES) 
44%, 434% SAN, 54%; 534%, 6% and 64% Sinking Fund Debentures 


Crown Trust Company 
302 Bay Street, Toronto 


TRUSTEE (DEBENTURES) 
814% Sinking Fund Debentures 


National Trust Company, Limited 
21 King Street East, Toronto 


TRUSTEE (CONVERTIBLE DEBENTURES) 
544% Convertible Sinking Fund Debentures 


The Royal Trust Company 
Royal Trust Tower, Toronto-Dominion Centre, 
Toronto, Ontario 


TRUSTEE (U.S. BONDS) 
54%4% First Mortgage Sinking Fund Bonds, 
St. Lawrence Gas Company, Inc. 


Bankers Trust Company 
16 Wall St., New York 


PRINTED IN CANADA 
SOUTHAM MURRAY 


Oil Explorations Limited and Mid Eastern Oit-and Gas 
Limited whereby Consumers’ will Pe ar erololatats 
programme to earnNa 60% working iptérest in a 2,931,500 
acre block held by An ony and d Eastern in the James 
Bay Lowlands area of On e exploratory programme, 
due to commence immedi wil be supervised by Con- 
sumers’ personnel and wif involve the drilling of exploratory 
wells as well as geopHysical work on acreage over the 
next three years. Drilling equipment will be supplied by 
Underwater Gas’ Developers Limited, a wholly owned sub- 


On May 4, 1971, T-Scan Limited, in which your Company 
ived from the 
Shit Assistance Board 
s of up to $1.7 million in 
ents in principle. This com- 
pany, which has deve 7 ctured and marketed a 
terminal device use with computers, will shortly be 
opening salesOffices in Montreal, Ottawa and New York. 

Agreement was reached on February 16, 1971 on a thirty- 
eight month labous contract between yous-Company and 
Local 161, International Chemical ee Union, which 
represents approximate ice and technical em- 
ployees in Metropolitan Tor and surrounding areas, 
ending a prolonged strike w n November 16, 1970. 
Agreement on another nth contract was 
reached on April 13, 1 with Local 51 nited Electrical 
and Radio Machiré Workers of America, whith represents 
approximately 97 employees in the Niagara Peninsula. Both 
settlements were similar and resulted in improvements in 
wages and fringe benefits to employees. 

In mid- -January 1971, your Company con 


an offer of 90% insuran 
accordance with earlier a 


eted a $50,- 


reduce bank indebtedness 
April 1971, Tecumseh Gas S 


Both issues were well received by the investing public. 
On April 5, 1971, announcements were made a re- 


J. C. McCarthy 
of the Company; MP? 
ident and General 
Director of the Company; 
President and General Ma 
Non-Utility Operations a 


ffity Operations and a 
. Hurst, Executive Vice- 
orporate, Finance and 


the Board and Chief Executive Officer of the Company. 


J. ©. McCARTHY 
President 
May 26, 1971 


OAKAH L JONES 
Chairman of the Board 


The Consumers’ Gas Company 
19 Toronto Street, Toronto 


Central Ontario — through Gonsumers’GQas 

Niagara Peninsula — through ‘Provincial Gas 

Grimsby area — through Grimsby Gas 

Ottawa and Ottawa River Valley area — 
through Ottawa Gas 

Brockville — through Brockville Gas 

Hull, Quebec area — through @Qaziféere de etull 

Northern New York State — 


through $# hawrence Gas 


— through 
*Cygnus Corporation Limited and 
*Home Oil Company Limited 


in drilling — through 
Underwater Gas Developers Limited 


in underground gas storage — through 
*Tecumseh Gas Storage Limited 


in real estate rentals and development — through 
Consumers’ Realty Limited 


in business systems — through 
Business Innovations Limited 


in computer applications — through 
Consumers’ Computer Limited and 
*The Harrow Group Limited 


in computer terminals — through 
*T-Scan Limited 


*partly owned companies 


Printed in Canada 


INTERIM REPORT MARCH 31, 1971 
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